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Expansion of Governmeni Programs

GO?ERNMENT purchasea of goods
and services, mainly under the impaet
of expanded dofsnss programs, ere
expected to play a major rvols in the
business recovery during the current
fiocnl your. The 1968 Budget Review,
recently relensed by the Buresu of the
Budget, shows that Federal Govern-
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ment purchases, on & national incoms
und produet aeeount hasis, ava slated to
rigs by $5 billion from the fscal year
ended last Jung to the flacal yeor ending
Juae 30, 1862,

This praspectiva riss, combined with
& projected $4-billion inerenss in pur-

During Fiscal Year 1962

chases by State and loeal governments,
is ong of the major stimuli bebind the
$40-billisn increase, to about $546 bil-
lion, i the MNakion's output of goods
and services which vaderlics the Bureaun
of the Budget's estimates of Federal
rovenues and expenditures for fiscal
yenr 1962,

Fiscal position—budget and netonal
income bases compared

‘Table 1, based on the 2862 Budget
Rewiew, presenis o summary of the
Federal Government’s receipte and ex-
penditures in terma of the adminisira-
tive budgoet, the sash budget, sud the
national ingcome end preduct necounts.
It will serve ns a starting point for a
tranelation of tha two budgets into na-
tional income nnd product categories,
and for a discussion of the impoct of
Goveanmend programs on the flow of
income and production.

Total administrative budget expond-
ibures nre estimated to rench $29 billion,
an incrense of 37X billion over fiscal
yoor 1961, while raceipis, at $32 billion,
ore on the besis of advancing incomas
eoleulated to rige by $4% ilion, As e
vegult, the budpetary deofieit ia estimated
to incrense by $3 hillion ta o total of
sbout 87 billion. ‘This comparss with
& $1¥ billion surplus eatimated in the
Jenuary Budget, when receipts ware set
forth at about tha same total, and ex-
pendituras were projected nf about 8
billion less than the current estimate.
The major diffarences betwean the two
estimates of axpenditures asre dus to in-
crenses in programs for defonse, apnce,
and international purposes, larger farm
support outlays, nnd to anii-recession
measures guch as the temporary ex-
tencled  unemploymeant compensstion
program.  Eevenues are now expeetad
to reach the Janunry Budget estimates,

because of Ehe vigorous rocovery in lusi-.
ness that has occurved since the Legin-
zing ¢f tho year. The fiscal nnd mone-
tary policies of the Adininisbration wore.
or important factor in this recovery.,

The cash budget differs lrom the ton-’
ventional budgoet primavily becanso 1t
Includles truet [und trmnsactions and not
expenditiores of Government-aponsoied
enterprises. Receipts on thie basis are
catimated at $103 billion and expendi-
tures at $111 hillion, resulting in o defi-
cit of $8 hillion.

On pational income and product ne-.
count, receipts are 52K billion bighar,
while exponditurss are $5% billion Jower

Takle 1.=Fadera! Govermment Reesipts and
Expendlhaves, 15960-52
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than on a cash bosis, resulting in np-
proximate balance for the fiscal ¥oOT 88
o whole. Tha difference batween the
two coneapls s to receipis is primarily
dua to timing (ses table 2). The cash
budpet includes taxes at the tims they
are collected, while the natisonl incomne
nceounis record most of thern at the
time the liability iz incwred. Tlus,
changes in econolbic activity ave re-
7
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flacted mors promptly in the national
income nccounts and e differences
mny occur owing to chinngas in the pace
af seonomdc netivity.

On the oxpenditure side, 1he major
differences arise bzenuse all transne-
tions in finonegial nesets and Habilities—
priviate as well as Government—ars
gxcleded (rom the nationnl income
accounts.,  Thess necounts register only
axponditures ibnt divectly enter the
income stream of the recipient. How-
over, the effoeta o corranit peonomip
netivity of the emitted transaectiona in
Anancinl elaims show vp under the
poartioular type of expenditure which
they stimulate, such ne privats in-
vestmant, consumption or exports.

The 1962 Budget envisnges partiou-
larly Jarge increnses in finaneinl irana-
netions, primarily in sseondary markot
mortgrge purchases by the Federnl

Tabic 2.—Reconcilintion of Estimated Foderal Reced

SURVEY OF CURBRENT DBUSINEZS

Wational Mortgege Asscciation and
in urban renewsal and oiher housing
programs, In addition many existing
lean progeams, capedslly the Small
Buygingss Adminiztenlion’s antivities,
nrg being expanded and new programs,
such as the Aren Redevelopment
Apeney, sre starting up.

As shown ip table 3, the Faderal
Government’s deficit on nastionnl in-
coms and product aceount bas nm-
rowed from an aomueal mte of 85
billion in the first quarter of calsndar
yanl' 1981 to about $3 billion in the
third quartar, a5 an ineresge in tax
aeeruals brought about by the business
recovery outpacad the rise in expendi-
tures. If the fiseal wear totols of the
Budget Beiew wra realized, the current
axcesa of expenditures over roceipts on
pational ineome and product account
will be replaced by an sxcess of receipts
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over axpenditures lster in the fiseal

yoar.

Federal receipis roised by business
recovery

The mora than $1¢ billion projected
incrense for fiscel 1962 in Federal re-
ceipta, on o nalional accounis basis,
would come from all arers of Govern-
ment revenues and is based upon the
expectation of continued business re-
SOVETY,

The 1962 Budget Review assumes a
rise in persona] ingome during the
fiscal year with the tofal averaping
$425 billion in the second balf of cal-
endar year 1961 as against $400 hillion
in the first half. (The aunusl rate of
personal inceme 1o Qatober was $425
billion.) Personsl taxes will risa in
ling with incomes and are sxpected to
yvigld ovar $3 billion mors in fiscal 1062
than during the preceding yenr. Cor-
porate profits, under the Buresu of the
Budget's nssumptions, would rise from
$42X billion during the first hall of
1981 to ovor $50K Filliem during the
second helf, snd would iversose further
in 1062. On an accrusl basis, corpo-
Tode income taxes in the fiscal year 1962
world yield $4 % billion more than in the
preceding fiseal year.

Inerensea in poyroll tax rates-—one-
sighth of 2 percentage point for DASL
contributions and & temporary four-
tenths of n percentege print to recover
the coats of the temporary extendesd un-
amployment compensation program—
and higher employment would raiso
govinl insurance contributions by about
$2 billien. Exeiss taxes, customs ra-
ceipte and othsr indirect business taxea
are projected almost 3% billion higher
then fiseal 1961 linbilities,

Federal purchoses reflect defense
expansion

Cutlays for naiional security, which
in tha January Budget were echeduled
to remain ab about the 1961 level, ore
programed to increaze by $4¥% billion,
and will be the prime factor in the
fiscal 1962 rise in Federnl buying, The
bulk of this rise—about $4 billion—ia to
go for Department of Drofenss military
outlays (ioble 4).

Increnses in the number of active
duty personnel tro s majar factor in the
enloulnted rise of $1 billion in peraonnsl
as well as in the additionol $1 billion
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increase in operaiion and maintepance
expenditures. Purchases of equipment
sra scheduled to rise By 51X billicn,
with the larper share going for conven-
Honol weapons snd equipmeni—items
with comporatively short delivery pe-
rivde, Ouilays for aircrsaft, missiles,
and ships are expacted tc rise some-
what les= In the eggregate. Expendi-
taroa for research aad development and
for militory nssistance to other nations
ate programad to incrense moderately.
Militury constrasction is the only major
catogory of defense spanding acheduled
to dedina.

Aside from actusl defenss purchases,
the economy in the gurrent fiseal year
will be affocted by the plucement of
dafanse orders which will ba paid for in
tha following fiscal years. Tolal orders
to boe placed dwring the fiscal year
would omount to 552X Wallion end
axocad planned expenditures by shout
&4 billion. This constibuies ah incronss
of about 5% billion over the valus of
orders recaived by business during Fsonl
1961, In pddition, the Delonss De-
parfment sxpects o make ¢omanitmenbs
to businesms for $3 billion worth of
ordors to be placed during fiseel year
1863,

Other nationsl secwity programs,
with the exception of atemic epergy
developments, are also to expand. Thae
netivitios of the National Aerghanties
snd Spaces Administration and Civil
Defense epanding ate to be etapped up
congiderably. While no nat additions to
the physioal stockpils of strategic
muaterisls are plannad, the ecost of tha
program will go up bacauss of higher
replncsmant coats,

Nondafenss purchaaes are progravied
to incrense by about $¥ billion over
fiscal vanr 1961, As compared with the
Janvary Budget, the projected incrasse
is somewhst larger for non-defense
purchases other than those of the
Cammodity Credit Corporation. For
the Commodity Credit Corperation the

}

| projected inersnss is somewhnt less

than ia the January Budget. This is
primarily dua to a continued shif in
the Commodity Credit Corporation’s
nctivities away from purchnses of
commeoditiea to programa desighed to
reduce output through the withdrawal
of land from production. Expenditures
618230 g1— 3

SURVEY OF CURRENT DURBINESS

ubder these programs are reflected in
tha national incomes accounts as substdy
poyments rather than purchasas of
gooda pnd emrviees. In mpite of this
ehift, net CCOQ purchases are eatimated
to exceed fiscal 1861 lavals because of
the lerge 1981 crops, and becauss
cotton sales are expected to fall below
fiscal 1961 lovels.

Relatively small increnses for the
conduct of foreign nffairs, the conserve-
tion aod develspment of natural
resovross and the improvement emd
modernizntion of the Federal airwnys
system ageount for the remainder of the
inercass in Faderanl purohesea.

Whils o significant port of the lutnrs
rise in GNF will coma from the dirsct
purchasea of goods and aservicos by the
Faderal Government, the siimulua
during the remainder of the currant
facal year will zot be quits 20 large ns
the fiscal year 1831 snd 1962 toinls

L

would indiente. Ag mey be soen from
table 3, Federnl purchases in the third
quarter of calendar 1961 bad already
reached an annual rate of about $57%
billicn, as compared with the fscal
year avaraga of $64% billion; the sxcess
of second quarter 1662 purchases ovar
the 1962 fiscal year avernge of 350K
billion js expectad to ba somewhet loza,

Other Fadernl expenditzros to rise

Clovernment expenditures, in addition
to influencing GNP through tha pro-
ourement of goods and services, can-
tiibute to the flow of income threugh
various other iypes of programs, o.g.,
grantg-in-aid to States, social sscurity
benefitsa and other transfer payments,
ambaidies, oto, These programs are
budgeted to rise by n total of abous
$3% billion, which is tonsiderably maore
ikan the average expansion registered
in the preceding coupic of years.

FEDERAL RECEIPTS AND EXPENDITURES ON NATIOMNAL

INCOME AND PRODUCT BASIS

Rits in Rervipts Expochd to Exesed bngesss in Expenditures
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Tho mpin factor in this change is a
$1 Lillion rise in subsidies resulting
from tha new programs for the retive-
aaent of land from feed grain and wheat
production mentionced above. DBecause
the proposed posial rnte inorense wons
not enacted, goveniment enterprises
will continue to show a deficit of at
Tenst the past year's magnitude.

Trapsfer paymenis to persons mre
acheduled to rise by slightly under $2
billion, primerily hecause $he Socinl
Secuwrity Amendmonts At of 1961
lberslized exdisting, and made availabla
pow, benefits. In addition, vaeternns'
pensions nnd defense research granis
will rise alightly. These incresses will
ba partially offset hy n deorense in

GOVERNMENT PURCHASES OF
GOODS AND SERVICES
Up in Fiseal 1982
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SURVEY OF CURRENT BUSINESS

payments for nnemployment compen-
sation ne the business situation contin-
ues to improve.

Whils cazh gronta for forelgn aid,
which are refleoted =5 Gronsfer pay-
menta to foreign  countries in the
pakions]l income accounts, are not
ssheduled to change materially from
their 1961 lavels, other activities under
the loreign aid programs are budgated
to increnss by under $¥ billion. About
half of this will be in financisl capital
nasiztance, such a= development loans
ond the sobsepiption to the Inter-
American Development Bank, items
which by their nature are axcluded
from the national accounts. The re-
maindsr, which includes gronis of
surplus comimnaditics o other nations,
is meluded in the purchases of govds and
sarvices,

The decline of injerest ratea during
fizan? 1961 brought interest paymaonts
by the end of the year down to ahout
%} billion helow the annual averaga of
%7 billion. Although the increase in
the natioonl dsbt will bring about an
incroase in interest pnyments from the
and of fiaen] 1961 lovel, it is not expectod
by it=alfl ta ba quits larpe snough to
bring the year as & whole up to tha
precading year's avernge,

Tahle 3. —Fedornl Government Beceipta and

Novomher 1981

QGronisin-add to Séate and loesl
governments are sstimated o rise by
%1 billion. The bulk of this i3 Accountad
lor by the highway construtiion and new
public assisthooe programs, sich as the
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madical care for the aged program
enpeted last yenr and the new tem-
porary program [or dependent children
of upenmployed parents ennctad this
Fear.

{Continued on p. 16)
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proportion of the popuntion wich medi-
¢ol cara and hospitalizntion on a pardly
propaid bagis. The larger base, more
adequate care, and increasing costs havs
all tended to substantislly increase
ouilnys for medical care and ereated
demand for consizotly expendiog
facilities.

The upward movemeant in tha voluma
of privata aducation expenditures in e
postwar peziod is dus primardy to the
larger proportion of young peopla «n-
rolled in oollege—from 15 percent of

SURYVEY OF CUBRENT BUSINESS

the 18-24 yenr group in 1847 to 21
pereant in 1860. The number of per-
sons in this nge bracket is just getting
back to the 19847 level, having declined
throngh 1962 and rieen sieadily since.
The recent ries in the coliege aga graup
has accelerated the growth in ontlays
for priviie education. Tha rise in tur-
rent dollors baes besn much sharpar as
tuition costs have advanced siwbsatan-
tially. The steadily rising contribu-
tions by Government units to eduontion
is, of course, nod included here.

Tuble 3.—Covsumplicys Expondituces: Distribution by Major Groups
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Growth in personal business ottlays

The cetegory of consumer expendi-
tures Inbeled personal business includes
outlays for many housshold finangial
transactions such as intereat payments
on consumer debt, brokerage and bank
charges, life insurance, legal sxpenses
and others. The increased share of
such gutiaya in total consumer spending
is atiributable io large part to the
growth of imterast chargss on consumear
dabt. Such payments hove shown a
threofold riss over the poatwar period
and hava been one of the fastest grow-
ing components of consumer sponding,

This lnrge increass in, of course, aeso-
cinted with the growih in borrowing
relative to purchases. In 1948 con-
sumer borrowing on durable goods rep-
resented almost one-holi of conswmer
expenditures for such goeds; in 1060
such borrowisg nccounted for anlmost
thwee-fourths. Owar this peried there
was aleo an increase in the avernge term
of consumer installmeat loans which
further affacted interest chorges.

The growing personal uze of banking
facilitics and heightened public parfici-
pation in the fnpneisl markets were alse
respongible for soms of the incrense in
personal buginess outlays. The steadily
riging volume of life inseranca pro-
grams, many sponsorsd under lahor-
manngement controcta, hos further
coniributed to this prowth.

State and lecal exgonsion to continue

Purcheses of goods and eervices by
State and local governments would, on s,
continuntion of recont trends, exesed
%53 billion in the present fiseal year.
Increnses in purchnses by thesa povarn-
mental unite hove been stendy nnd hove
averaged mors than #3% billion ovar
the lost § fisenl years. Payrolla ae-
counted for the lavgest share of this
advance, refleating both highsr wage

Expansion of Gevernment Proframs
(Continuad from p. 10}

ratea pnd the incroasing work foree.

Now construction sutloym for high-
ways, achools, and sanitary facilities,
and other porchases from buosiness—
equiptent, supplies, and services—have
also shown a persistent uptrend. In
addition, steady riscs hove besn regis~
tored in the other axpenditures of these
units, mainly transisr payments and
imterest.

A substantial increasa in State and

Ioenl tax bases will materielize if tha
aconomnic assumptions underlying tha
Federsl Budget estimntes are mat.
State and local ravenues will riss in
addition baenuss of increased tax rates
oud the wpiorn in Fadernl grants-in-aid.

With total apanding of Stata and local
govaroments econtinuing in excesm of
total receipts, & deficit on income and
prodduet aecount of nbout the sama size
ns the 1961 fiscal yvear defieit is expeeted.



